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SUBJECT: MOBILE OIL - THE LINES HARDEN 

REF: MANILA 469 

1. RECENT TALKS OF ECON/COMMERCIAL COUNSELOR WITH INDUSTRY 
SEC PATERNO INDICATE THAT GOP IS NOW LESS AMENABLE TO 
COMPROMISE THAN PATERNO EARLIER THOUGHT WAS THE CASE. 
MOST RECENT PRECIPITANT APPEARS TO HAVE BEEN MOBILE LETTER 
TO PNOC REQUESTING THAT PNOC TAKE PART IN FORMATION OF A 
60-40 LAND COMPANY TO TAKE TITLE TO LANDS UNDER AND 
ADJACENT TO BATAAN REFINERY (BRC). THE PNOC REPLY, BELIEVED 
WRITTEN BY SOLICITOR GENERAL MENDOZA, STATES THAT GOP 
PREFERS TO MAKE BRC 60-40 BY ACQUIRING MOBIL'S THREE PER- 
CENT SHARE ABOVE 40 PERCENT. MENDOZA'S REPLY ARTFULLY 
SUGGESTS THAT THE MOBILE PROPOSAL WOULD RAISE SUCH ISSUES 
AS WHO OWNS THE ASSETS ON THE LAND, AND WHAT ARE 

THE TAX LIABILITIES? THESE ARE NOT RAISED BY FIT JPTNTZING 
THE WHOLE FIRM. 

2. PATERNO NOW STATES THAT GOP WILL QUOTE INSIST UNQUOTE ON 
60-40 BY MOBILE SALE OF THE THREE PERCENT. ON OTHER ISSUES 
RAISED REFTEL, WHILE HE SAYS THERE IS LITTLE PROSPECT THAT 
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MENT OR NEGOTIATE A NEAR SUCCESSOR, PATERNO SAYS MOBIL'S 
MINORITY SHAREHOLDER RIGHTS WILL BE FULLY PROTECTED, AND HE 
THINKS AN AGREEABLE SERVICE AND TECHNICAL AGREEMENT MIGHT BE 
REACHED IN ARBITRATIONS IF THE RIGHT PANEL IS PICKED. ON 
ACCESS TO SUPPLY, PATERNO SAYS MOBILE SHARE OF OUTPUT WILL NOT 
BE SHAVED, AND ANY EXCESS OVER PNOC NEEDS WILL BE OFFERED 
FIRST TO MOBILE. 

3. COMMENT: THE EFFECT OF PATERNO’S STATEMENTS IS THAT GOP 
HAS MOVED CLOSE TO TAKE IT OR LEAVE IT 60-40, AND IS NOW 
UNWILLING TO TRY TO ACCOMMODATE MOBIL'S INTERESTS ON THAT ISSUE. 
IN THE EMBASSY'S VIEW THERE WAS NEVER MUCH ROOM TO 
MANEUVER ON THE EQUITY ISSUE, AND THE PERSONALITIES OF THE 
NEGOTIATORS SEEM TO HAVE ELIMINATED WHAT THERE WAS. EVEN 
SO, MOBILE DOES NOT APPEAR SIGNIFICANTLY WORSE OFF IN PROSPECT 
THAN WE EARLIER SUGGESTED, IF ONE DISCOUNTS ANY PENALTY FOR 
HAVING FATT ED TO REACH THE INEVITABLE BY A MORE AMIABLE 
ROUTE. 
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